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New Issue Details 
$24,800,000 Contract Revenue Bonds, Series 
2003 (Taxable), are scheduled to sell the week 
of June 9 via negotiation to a syndicate 
managed by Siebert Brandford Shank. Dated 
June 1, 2003, the bonds are scheduled to 
mature Aug. 1, 2007–2033 and will be subject 
to optional redemption prior to maturity at par 
plus accrued interest. 
Security: The bonds are special obligations of the 
San Antonio Starbright Industrial Development 
Corp. payable from pledged contract payments 
from the city related to certain revenues 
received from the electric and gas systems, 
pledged funds, and any and all property 
pledged as additional security. 
Purpose: Bond proceeds will finance the 
acquisition and conveyance to Toyota Motor 
Manufacturing North America, Inc. of an 
approximately 2,643-acre tract of land for a 
project site and will reimburse Toyota for site 
preparation costs and the construction of a 
training facility. 

 Outlook 
The ‘AA’ rating reflects the strength of the revenue stream from which 
bond repayments will be made, the extremely low debt service as a 
ratio of pledged revenues, and the solid contract and legal covenants of 
the transaction. The primary general fund revenue stream for the City 
of San Antonio is the payment it receives from its electric and gas 
utility, City Public Service (CPS). This is pledged revenue for 
repayment of the contract revenue bonds, and the lowest payment the 
city has received from CPS in the past five years was $138.5 million. 
Projected maximum annual debt service (MADS) for this issue is 
approximately $1.8 million. Furthermore, the obligation of the city to 
make payments to the trustee from these revenues is unconditional, 
regardless of the status of the project or whether or not any party 
involved in the project fails to perform. The structure of the transaction 
anticipates incremental governmental revenues associated with the 
operational Toyota Motor Manufacturing North America, Inc. (Toyota) 
project — particularly the CPS payment to the city — being sufficient 
to pay debt service. Due to the sound legal provisions and contracts, 
low debt service, and the significant pledged revenue source, the 
Rating Outlook on this credit is Stable. 

 Rating Considerations 
As announced in February 2003, Toyota has selected San Antonio as 
the site for its next manufacturing plant, where it will produce its Tundra 
truck, scheduled to begin in the summer of 2006. As part of the project 
development agreement between Toyota, the city, the state of Texas, 
Bexar County, and various other public and private entities, the city is 
obligated to acquire and convey the project site and reimburse Toyota 
for site preparation costs in an amount not to exceed $10 million and 
for the construction of a training facility in an amount not to exceed  
$3 million. Land acquisition costs are estimated at $15.4 million. The 
city’s project obligations will be financed through bond proceeds from 
this issue, as well as grants from the state and federal governments. 

In accordance with the economic development contract between the 
city and the San Antonio Starbright Industrial Development Corp., the 
city is unconditionally obligated to pay debt service, fund the reserve 
requirement, and pay all other debt service obligation expenses using 
the revenues it receives from CPS. The payments are not subject to 
reduction, and the corporation will covenant to maintain the contract in 
full force as long as bonds are outstanding. The corporation is 
obligated to issue bonds and finance the cost of the city project, as well 
as reimburse Toyota. The nonprofit corporation created by the city has 
no assets other than its right to receive pledged contract payments, 
which will be assigned to the trustee for the benefit of bondholders. 
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The trust estate consists of pledged revenues (including 
the corporation’s right to pledged contract payments), 
pledged funds (generally the debt service and debt 
service reserve funds), and any and all property pledged 
as additional security. The land conveyed to Toyota 
will not be mortgaged. Funds flow in priority order to 
the debt service fund in approximately equal monthly 
installments, which will provide for the accumulation 
required to pay debt service on all bonds (including 
expenses), as well as to the debt service reserve fund 
if a deficiency in the required amount exists. The 
minimum debt service reserve requirement is average 
annual debt service (AADS), with a maximum 
requirement equal to no more than MADS. 

Additional obligations, in the form of unlimited 
completion bonds, are allowed if the economic 
development contract is adjusted to provide sufficient 
payments for debt service and the reserve requirement, 
the mayor certifies that the city is not in default on 
any covenant or obligation, and the CPS board certifies 
that the utility is not in default on any covenant or 
obligation under an ordinance authorizing utility 
revenue bonds.  

Payments to the city from CPS are net revenues of 
the utility system in an amount not to exceed 14% of 
gross revenues of the utility system, less the value of 
gas and electric services used for municipal purposes, 
and are subject to the flow of funds and more specific 
terms of city ordinances authorizing bonds payable 
by the utility system. Under the flow of funds for 
CPS utility revenue bonds, distribution of the 14% of 
gross revenues is the fifth priority, preceded by 
operations and maintenance expenses, payment of 
parity bonds and reserves, payment of inferior lien 
obligations, and a distribution to the repair and 
replacement fund, in priority order. Audited fiscal 
2002 city revenues from CPS payments totaled 
$171.2 million, and the budgeted amount for fiscal 
2003 is $169 million. Interest on the contract revenue 
bonds will be capitalized for 30 months. Fitch rates 
both the general obligation credit of the city of San 
Antonio and the system revenue bonds of CPS ‘AA+’. 

 Strengths 
• Strong contractual and legal covenants. 
• Significance of the revenue stream committed to 

repayment. 
• Low annual debt service costs and abundant 

coverage of debt service by pledged revenues. 
• Importance of the manufacturing project to the 

local economy. 

 Risks 
• Minimal. However, highly rated major parties to 

the transaction (CPS and the city of San Antonio) 
have their individual risk elements. 

 Toyota Project 
Toyota plans capital investment of at least $400 million 
for the first phase of the manufacturing facility, with 
its total planned investment at the site amounting to 
$800 million. Construction is scheduled to commence 
this summer, with production anticipated to begin in 
summer 2006. The model produced during the first 
phase will be Toyota’s Tundra truck, with an estimated 
150,000 units expected to be completed annually at 
the facility when it is fully operational, beginning in 
2009. During construction, an estimated 2,100 jobs 
will be created. 

The economic impact of this facility is significant, not 
only from direct jobs created but also from peripheral 
employment. An estimated 1,800–2,000 full-time 
employees will work at the facility, with compensation 
ranging from near $50,000 for hourly staff to up to 
$70,000 for experienced team leaders. The annual 
direct payroll at full operation in 2009 will be from 
$90 million–$100 million. Potential exists for an 
estimated 5,300 associated jobs, primarily through 
the operations of suppliers to the Toyota plant. It is 
estimated that $2.5 billion will be purchased from 
suppliers to produce the 150,000 units manufactured 
annually in the San Antonio plant. 

The new Toyota plant will provide a new economic 
sector for the local economy and serve to develop the 
south side of San Antonio, as well as diversify the 
broader economy. Other economic initiatives in this 
area of the city include the possible location of a  
$1 billion federal vaccine facility at Brooks City-Base 
(an Air Force base) and the ongoing public and private 
capital investment in new or renovated facilities at 
the KellyUSA industrial park.  

 Security Provisions 
The bonds are special obligations of the corporation 
payable from the trust estate. The land to be conveyed 
to Toyota will not be mortgaged. 

Trust Estate: This consists of pledged revenues, 
including the corporation’s right, title, and interest in 
and to pledged contract payments from the city under 
the economic development contract; pledged funds, 
generally the debt service fund and the debt service 
reserve fund and any moneys deposited therein; and 



 

Public Finance 

San Antonio Starbright Industrial Development Corp., Texas 

3 

any and all property pledged with the trustee by the 
corporation as additional security. 

Flow of Funds: Funds will flow, in priority order, 
monthly to the debt service fund in approximately 
equal installments, which will provide for the 
accumulation of the amount required to pay debt 
service on all bonds and obligations (including 
expenses); and to the debt service reserve fund, if it 
contains less than the required amount, in amounts 
that will result in the appropriate amount required to 
be on deposit. 

Additional Obligations: The corporation will reserve 
the right to issue an unlimited amount of completion 
bonds, provided the economic development contract 
is adjusted to provide sufficient payments on the 
additional bonds, an increase in the debt service fund 
as required by the indenture, and payment of all 
expenses. Also required is a certification by the mayor 
stating that the city is not in default on any covenant 
or obligation under the contract, as well as a certificate 
authorized by the CPS board stating that the utility is 
not in default on any covenant or obligation under an 
ordinance authorizing utility revenue bonds or other 
obligations secured by utility revenues. The corporation 
is also authorized to incur obligations (credit 
agreements) related to the bonds. 

Reserve Requirement: The minimum requirement is 
AADS, and the maximum requirement is MADS. 

 Starbright Development Agreement 
The parties to the project development agreement 
include the city of San Antonio, the state of Texas, 
Toyota, Bexar County, CPS, San Antonio Water 
System (SAWS), and the Southwest Independent 
School District, as well as private entities. The city is 
obligated to acquire and convey 2,643 acres for the 
project site, reimburse Toyota for site preparation 
costs not to exceed $10 million, and reimburse Toyota 
for construction of a training facility in an amount not 
to exceed $3 million. A portion of the city’s project 
obligations will be financed through the proceeds of 
this bond issue, with the remainder expected to be 
paid from state and federal government grants. 

Further obligations of the city include providing rail 
access, water and sewer extensions, and gas and electric 
infrastructure to the site to be acquired, as well as 
designating the site as both an empowerment and 
foreign trade zone. Both SAWS and CPS have instituted 
“super user” rates; the plant is expected to fit this 

category. Also, the city is required to provide the 
appropriate zoning for the site and make representations 
about the environmental condition of the site. 

 Economic Development Contract 
Under the terms of the contract, the city is obligated 
to pay the trustee on behalf of the corporation, from 
revenues it receives from the utility system, the 
following: sums required for debt service on all bonds 
issued under the indenture; all amounts required to 
establish, restore, and maintain the debt service reserve 
requirement; and all other debt service obligation 
expenses. The city’s obligation to pay the corporation 
is unconditional, regardless of whether the project is 
complete, operable, or retired. Payments are not 
subject to reduction, whether offset or otherwise, and 
are not conditional upon performance or default by 
the corporation or whether or not Toyota or any other 
party to the Starbright agreement fails to perform. In 
the event of a default in payment of any due sum that 
continues 10 days after the trustee gives notice, the 
trustee is authorized to direct CPS to make payments 
directly to the trustee.  

The corporation is obligated to issue bonds, finance 
the cost of the project, and reimburse Toyota. The 
corporation covenants to maintain the contract in full 
force as long as bonds are outstanding and will use 
reasonable diligence to require the city to perform 
and discharge duties imposed by the contract. At the 
direction of the city, the corporation will hold any 
portion of the overall tract site not required to be 
conveyed to Toyota. 

 Finances 
The source of city payments to the corporation is the 
utility system net revenues that are payable to the city 
in an amount not to exceed 14% of gross revenues of 
the utility system, less the value of gas and electric 
services used for municipal purposes. This payment 
is subject to the flow of funds and more specific 
terms of ordinances authorizing bonds payable by the 
utility system. For CPS utility revenue bonds, funds 
flow, in priority order, to operations and maintenance 
expenses, payment of parity bonds and reserves, 
payment of inferior lien obligations, the repair and 
replacement account in an amount equal to 6% of 
gross revenues, and as cash payments and benefits to 
the city in an amount not to exceed 14% of gross 
revenues. Any remaining revenues are deposited in 
the repair and replacement account. 
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CPS payments to the city of San Antonio represented 
28.1% of the total general fund revenues budgeted in 
fiscal 2002. The expected increase in CPS payments 
to the city due to the rise in gross utility revenues 
attributable to the operation of the Toyota plant is 
expected to nearly cover the debt service payment 
associated with the Starbright development. 
Additionally, Toyota has agreed to let the manufacturing 
site be annexed into the city limits, being added to the 
tax rolls in 2007 without abatement.  

MADS for the Starbright development is anticipated 
to be $1.8 million. Projected CPS revenues to the city 
for fiscal 2003 of $169 million provide debt service 
coverage of 94 times. The corporation bonds will 
have a 30-year maturity and capitalized interest for 
30 years. Principal repayment is scheduled to begin 
in fiscal 2007, coinciding with the opening of phase 
one of the manufacturing facility. 
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